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The Argentine government's decision to place 58.5% of shares in the state-owned oil company
Yacimientos Petroliferos Fiscales (YPF) up for sale on domestic and foreign stock exchanges
attracted a massive response from investors, with US$2.66 billion in shares already sold by the end
of June. In addition, since early July, the government sold three more hydroelectric companies plus
65% of the country's high tension electricity distribution system to foreign and domestic consortia.
On June 1, the government offered the first 35% of shares in the YPF for sale on the Buenos Aires
Stock Exchange, and then at the end of the month placed the remaining shares of the total 58.5% in
stock authorized for sale on the New York, London, and Tokyo exchanges. The YPF sale represents
not only the biggest privatization operation to date in Argentina, but one of the largest sales of
a single public enterprise in the world. YPF is the biggest company in Argentina, and it ranks
among the top 30 or 40 major oil enterprises around the globe, with reserves similar to those of
Texaco, Elf, and other major producers (see Chronicle 06/17/93). According to Merrill Lynch and
First Boston which headed the international launching of YPF stock by July 1 the government had
already sold 140 million shares at US$19 per share, for a total of US$2.66 billion. And, in the first
week of July, investors purchased another 20 million shares, worth US$380 million. "The demand
has been enormous, and has far surpassed our expectations," said President Carlos Menem. Indeed,
the US$19 per share set by Merrill Lynch and First Boston in June was higher than the price those
firms had anticipated in May, before the YPF sale began. And, by mid July, the price per share
had climbed to nearly US$22. According to Merrill Lynch and First Boston, nearly 100 domestic
and foreign corporations acquired stock in the first round of 140 million shares sold in June. Some
of the largest participating corporations included Goldman, Sachs & Co.; Salomon Brothers Inc;
Bear, Stearns & Co. Inc.; J.P. Morgan Securities Inc.; Paine Webber Incorporated; Lehman Brothers;
Morgan Stanley & Co.; Dean Witter Reynolds Inc.; Prudential Securities Incorporated; Deutsche
Bank Capital Corporation; Nomura Securities International, Inc.; Yamaichi International (America),
Inc.; Serfin Securities, Inc.; Deutsche Bank; Swiss Bank Corporation; and Banco Santander de
Negocios. Although the majority of stock is being sold on the domestic, US, and European stock
exchanges, some shares are also being offered on other Latin American markets. On July 1, for
example, Brazil's securities regulatory commission (Comissao de Valores Mobiliarios, CVM)
offered 900,000 YPF shares for sale on the Rio de Janeiro and Sao Paulo exchanges. Meanwhile,
the Menem administration has continued to sell off other public enterprises since late June. On
June 28, the government awarded a 95-year contract to a consortium of US, British, and Argentine
firms to operate 65% of the nation's high tension electricity distribution system (Sistema Argentina
Interconectado, SAI), which until now had been run by three state companies. In early June, the
Energy Secretariat had accepted bids from four foreign and domestic consortia to set up the new
distribution company La Transener S.A. (Transporte de Energia Electrica en Alta Tension). The new
owners US Duke and Energy, British National Grid Finance, and the Argentine firms Electrica del
Plata and Sade Inter Rio Holding of the Soldati and Perez Companc groups, respectively won the
bid after offering US$234.1 million, about US$62 million more than the offer of the second highest
bidder. Of the total, only US$30 million will be paid to the government in cash, with the remaining
funds to be handled through debt-equity swaps. In addition, the buyers agreed to take responsibility
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for US$46 million in corporate debt. Transener, which will begin operating in late July, will control
6,867 kilometers of high tension (500 kilowatt) electricity lines, 284 km. of 220 kilowatt lines, and 24
transformers around the country. Also in mid-July, the government sold off majority shares (59%
of stock) in three more hydroelectric plants El Chocon, Cerros Colorados, and Alicura all located
along the Lamay and Neuquin rivers in southern Argentina. El Chocon, the largest of the three,
was sold to the Chilean-North American consortium Hidroinvest S.A. for US$223.9 million, of
which US$87 million will be paid in cash and the rest in debt-equity swaps. In addition, Hidroinvest
will absorb US$256 million in corporate debt owed to the National Treasury and the Banco de la
Nacion Argentina. The Chilean firm ENDESA controls 55% of Hidroinvest's stake in El Chocon.
The remaining shares are divided among three US firms: the CMS Energy Corporation (30%), Bea
Inversora (8%), and Sangrass Limited (7%). The Cerros Colorados plant was sold to a US-Chilean
consortium for US$72.6 million, to be paid in both cash and foreign debt paper. The consortium,
which will also take over US$22.2 million in corporate debt, is headed by the US firm Dominion
Generating, which controls 85% of the 59% stake awarded by the government. The remaining 15%
of shares are divided between the US company Louis Dreyfus and the Chilean Argener S.A. Finally,
the US's Southern Electric International (SEI) and the Argentine firm Asociados de Argentina
bought the Alicura plant for US$177.9 million. In a related matter, the French-Italian consortium
Telecom which took over part of the Argentine Telephone Company (Compania Telefonica de
Argentina, CTA) in November 1990 reports that its profits have steadily increased each year since
the CTA's privatization. Telecom, which operates CTA services in the country's northern regions,
says it earned US$55 million in 1991, US$148.5 million in 1992, and US$82 million in the first six
months of 1993, for a total of US$285.5 million. Telecom says it will have invested US$1.5 billion
in the company by year-end 1993, installing 300,000 new telephone lines and repairing more than
50,000 lines out of service at the time of CTA's privatization. "We are one of the biggest investors in
the country," said Charles Rozmary executive director of France Telecom which operates Telecom
Argentina together with the Italian Stet and some domestic firms. "We had difficulties at first in
taking over the company, but now the quality of service has noticeably improved, and we have
excellent relations with the public and the government." The former state airline ARSA (Aerolineas
Argentinas S.A.) sold to Iberia in 1990 also reports new investments in the company. In early July,
ARSA added three new McDonnell Douglas MD-88 planes to its fleet, bringing its total number of
aircraft to 32. The new planes purchased on the basis of US$175 million in loan guarantees provided
by the US Eximbank will service domestic and regional flights in South America. In December 1992,
Iberia had come under heavy criticism for failing to even invest in the airline's basic maintenance,
much less expand operations to improve company efficiency (see Chronicles 12/17/92, 01/07/93,
01/14/93, and 03/11/93). As a result, Iberia promised to add seven new planes to the ARSA fleet by
year-end 1993. (Sources: Notimex, 06/28/93, 06/29/93; Inter-American Trade Monitor, 07/03/93; New
York Times, 07/07/93; Agence France-Presse, 06/24/93, 06/28/93, 07/01/93, 07/05/93, 07/07-09/93,
07/12- 14/93)
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